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Economic Report of the President of the United States 


President Eisenhower, in his annual Economic Report 
to the Congress, stated that full employment, rising in- 
comes, and a stable dollar have been cherished goals of 
the American society, and that 1955 brought the practical 
attainment of these ideals. Among the factors which have 
been adding to the strength of the U.S. economy are “the 
unexpectedly large upsurge of population in the last 
decade, the continued growth of scientific knowledge, the 
onrush of technology, the rapid obsolescence of what is 
sometimes regarded as fixed capital, the recent develop- 
ment of long-range planning by industry, the improved 
control over inventories, the intensified pace of business 
competition, the wide diffusion of well-being among peo- 
ple, their insistent and growing desire to earn more and 
live better, the development of mass markets to match 
mass production, the rebuilding of Western Europe, the 
general recognition of government’s responsibility in help- 
ing to maintain a stable prosperity, and the growing 
understanding that public policy must protect economic 
incentives if enterprise, innovation, and investment are to 
flourish.” 

It is recognized, however, that the qualities of individual 
initiative which account for the expansive power of the 
economy also make the process of growth irregular. Oc- 
casional imbalances between production and sales have 
led to an inflationary boom or a contraction of private 
expenditure, and this experience has led to a broadening 
of the concept of government. While unnecessary govern- 
ment intrusion into private affairs is resented, it is be- 
lieved that the Federal Government can help to moderate 
economic fluctuations without dominating the economy. 
Beyond this, the foundations of future prosperity must be 
strengthened by protecting private incentives to work, 
to save, to invest, and to venture. 

The Report states that the Administration has sought, 
in cooperation with the Congress, to discharge its re- 
sponsibilities “by removing direct controls over prices 
and wages, which had outlived their usefulness; by pre- 
serving an actively competitive environment and assisting 
new and small businesses; by curtailing governmental 
activities that could be handled as well or better by private 
enterprise; by restricting public expenditures, and yet 
adding to the country’s defensive strength and its stock 
of public assets, especially highways, hospitals, and edu- 
cational facilities; by lightening the burden of taxes on 
individuals and businesses; by extending the ties of trade 


and investment with other nations of the Free World; by 
tempering the impact of unemployment, old age, illness, 
and blighted neighborhoods on people, yet not impairing 
self-reliance; by extending the automatic workings of the 
fiscal system that tend to offset or cushion changes in 
income arising from changes in economic activity; by 
attacking fundamental causes of weakness in the farm 
situation; and by acting promptly and resolutely when 
either recessionary or inflationary influences became 
evident.” 

The U.S. economic expansion of the past year resulted 
from activity in the private sector, as federal government 
outlays actually declined. Between the second (low) 
quarter of 1954 and the last quarter of 1955, the annual 
rate of consumer spending increased $22 billion, that of 
residential construction $3 billion, business investment 
$13 billion, and state and local government spending $4 
billion. During the same period, the rate of federal pur- 
chases of goods and services was reduced by $3 billion. 

With a view to avoiding unsustainable expansion, the 
Federal Reserve System began in December 1954 to 
restrict its purchases of government securities. Since the 
business expansion was proceeding vigorously at the time 
the budget was presented to Congress in January 1955, it 
was urged that tax reductions scheduled to take effect in 
April 1955 be postponed. Margin requirements on loans 
for security purchases also were raised in January from 
50 to 60 per cent, and in April to 70 per cent. Although 
stock prices continued to rise throughout the year, the 
rate of increase of stock market credit declined substan- 
tially after the action in April. The Federal Reserve 
discount rate was raised in four steps from 14 per cent in 
March to 2% per cent in November, and sales of govern- 
ment securities were substantial during the year. To limit 
the pace of housing construction, the maximum maturity 
on government-insured and guaranteed mortgages was 
reduced from 30 to 25 years in July 1955, and there was a 
slight increase in down-payment requirements. 

It is expected that high levels of production, employ- 
ment, and income will be sustained during 1956. The 
economy is starting the year from a strong financial, as 
well as industrial, position. Credit is not a large factor in 
the stock market and, while consumers and businesses 
have added substantially to their liabilities, there have 
also been substantial increases in their assets. The current 


ratio of inventories to sales is generally low for both 
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manufacturers and distributors; the sizable increase in 
inventories in the fourth quarter consisted largely of 
automobiles and does not have general significance. Basic 
conditions in the housing industry are satisfactory. Al- 
though housing starts have declined more than seasonally 
in recent months, and the exceptionally high 1955 volume 
of construction will probably not be attained this year, the 
demand for new dwellings remains strong and mortgage- 
market conditions have improved. In view of adjustments 
that have taken place in the housing industry, the maxi- 
mum maturities on government-underwritten mortgages 
have recently been restored to 30 years. Surveys of 
business plans for capital expenditures suggest a rising 
volume of outlays on plant and equipment, and state 
and local government expenditures also will probably 
rise. Foreign trade is likely to continue at a high level, 
at least over the months immediately ahead. When and 
to what degree the decline in farm incomes is checked 
depends upon Congressional action on the Administra- 
tion’s newly proposed farm program. The course of 
consumer spending is always uncertain. If it is unlikely 
that consumers will buy automobiles this year at the high 
1955 rate, they may spend more on house improvements 
and furnishings, and on nondurable goods. 


Gold Market in 1955 


The international gold market during 1955 showed con- 
siderable stability. As demand for hoarding largely dis- 
appeared, the central banks acted as the main purchasers 
of newly mined gold, and also bought some dishoarded 
gold. The total amount of gold hoards is very roughly 
estimated at more than $10 billion, of which approxi- 
mately one quarter is held in France. 


On the London market, which since its reopening on 
March 22, 1954 has handled the majority of international 
gold transactions, a gold price equivalent to a dollar parity 
of about $35.05 per ounce was maintained between Janu- 
ary and September 1955. During September the price 
declined to a level slightly below the official U.S. gold 
price, and during the rest of the year fluctuated between 
$34.95 and $34.98 per ounce. This reduction was caused 
by diminished purchases for account of continental Euro- 
pean central banks. 

Although during the greater part of 1955 the London 
gold price was slightly above $35 per fine ounce, the 
London market was nevertheless attractive to the central 
banks that wished to acquire gold against dollars. This is 
explained by the fact that in the United States the effective 
price, including the selling charge of 14 of 1 per cent on 
gold transactions, is $35.0875 per ounce. 

The London-Switzerland-Paris arbitrage which con- 
tributed to the supply of gold bars on the Paris market 
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To help maintain prosperity and to broaden its scope, 
the President has made a number of recommendations 
to the Congress, particularly on aid to agriculture and on 
the relief of stubborn unemployment in areas where 
demand for certain products has dwindled. In view of 
present economic conditions and budget estimates, tax 
reductions cannot be justified at this time. Therefore, 
the Congress is asked to postpone the reductions in excises 
and the corporate income tax scheduled for April 1, 1956. 

The President recommends legislation authorizing U.S. 
membership in the newly formed Organization for Trade 
Cooperation (OTC). Membership in the OTC would 
enlarge the advantages that the United States already 
enjoys under the GATT, and it would give assurance 
to other free countries of U.S. interest in expanding the 
international flow of goods and capital. Passage of a new 
bill is called for, to simplify the present system of customs 
evaluation. It is again recommended that taxation of 
corporate income from foreign sources be reduced as an 
incentive to larger U.S. investment abroad. 

Source: The Economic Report of the President, Trans- 
mitted to the Congress January 25, 1956, Wash- 
ington, D. C., 1956. 


resulted, in practice, in an increase of official gold reserves, 
since most of the bars sold in Paris were bought by the 
Bank of France on behalf of the French Stabilization 
Fund. 


With the exception of sovereigns, gold coins were sold 
at very small premiums by the middle of 1955; since that 
time quotations have risen, mainly as a result of increased 
demand in France and Germany. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Janu- 
ary 2, 1956. 


Europe 


EPU Settlements in November and December 1955 


The total of the settlements carried out through the 
European Payments Union amounted to 86.4 million units 
of account (one unit of account = US$1)in December 
1955, compared with 64.9 million units of account in 
November and 92.2 million units of account in October. 
In addition, 13.9 million units of account were settled 
in December as interest payments for the second half of 


1955. 


The net surplus (in descending order of the cumulative 
accounting positions at the end of December) or deficit 
(in ascending order of cumulative accounting positions) 
of each of the member countries for October, November, 
and December is given in the accompanying table. The 
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December figures include interest paid to or by EPU for 
credit outstanding during the second half of 1955. 


Net Deficit (—) or Surplus (+) in EPU 


Oct. Nov. Dee. 
1955 1955 1955 
(in millions of units of account) 
Creditor Countries 
Germany, Fed. Rep. 
Netherlands _ ‘ 
Belgium-Luxembourg 
Switzerland 
Sweden 
Austria 


Debtor Countries 


Iceland 

Portugal 

Turkey 

France 

Denmark 

Norway 

Italy 

United Kingdom 
Greece (quota blocked) 


+ 25.6 
+12.9 


+19.3 +499 


+04 +13.3 
+15.7 +230 +132 
+ 3.4 — 5.7 — 6.7 
+10.2 — 35 3.0 
— 4.7 - 


— 0.4 
— 2.5 
+ 41 
— 20.1 
+ 89 
+ 0.5 
—21.5 
—42.9 
+11.0 

In December, as in November, Italy was the main debtor 
country. The December deficit of the United Kingdom 
was substantially larger than during the previous month, 
but not so large as in October. Following a small! surplus 
in November, France again had a deficit in December 
which was fully settled in gold, as France did not avail 
itself of the possibility of taking up EPU credit for 25 
per cent of the monthly deficit. 

Germany was the main creditor country in December. 
The surplus achieved by Greece was settled fully in gold, 
by reversing the gold payments made outside the quota 
by Greece before July 31, 1955. 

Sources: Organization for European Cooperation, Press 
Release, Paris, France, January 14, 1956; Neue 
Ziircher Zeitung, Ziirich, Switzerland, Janu- 
ary 17, 1956. 


Norwegian Economic Policies 


Norway’s national budget, which sets out the Govern- 
ment’s economic policy for the coming year, stresses that 
in 1956 the main objective should be to avoid too great 
an increase in domestic demand. It is assumed that total 
private consumption will be 3 per cent, and government 
consumption 2 per cent, greater than in 1955; that gross 
investments will be slightly lower than last year; and that 
total production will increase by about 3.5 per cent. 

The deficit on the balance of payments on goods and 
services and the servicing of debt will require about 
NKr 585 million in foreign exchange. While net borrow- 
ing on new ships and other long-term borrowing is esti- 
mated at NKr 400 million, the residual foreign exchange 
financing is expected to be covered either by drawings 
on foreign exchange or by new loans. Foreign exchange 


holdings rose by NKr 350 million, to NKr 1,400 million 
(US$197 million), during 1955. 

As usual, the national budget contains predictions about 
production developments. Agricultural production is ex- 
pected to rise by 17 per cent, measured in 1955 prices. 
Forestry, according to expert estimates, should produce 
about 282.4 million cubic feet of commercial lumber in 
1955-56, or nearly 35 million more than in 1954-55. The 
total fish catch is put at 1.74 million metric tons, against 
1.6 million tons in 1955. It is estimated that antarctic 
whaling will yield some 130,000 tons of whale oil and 
20,000 tons of sperm oil, compared with 122,000 and 
23,400 tons, respectively, in the 1954-55 season. Tentative 
estimates of industrial production indicate an increase of 
between 3 and 4 per cent. Output of ferroalloys, primary 
metals, and ores will probably rise about 15 per cent. 
Total aluminum production should reach 90,000 tons, 
while the steel plant in Mo i Rana is likely to turn out 
140,000 tons of rolled products. Hydroelectric power 
plants, granted normal precipitation, should be able to 
increase their combined production by 9 per cent, to a 
new high of 25 billion kilowatt-hours. 

Efforts will be made in 1956 to reduce investments, ex- 
cluding ships, by 24% per cent. In 1955 investments in 
machinery and nonmaritime transportation equipment de- 
clined by 4 per cent, and in 1956 a further decline is 
expected. The installed capacity of the hydroelectric power 
plants, which rose by a record high of 570,000 kilowatts 
in 1955, will rise by about 300,000 kilowatts this year. 
Several big projects are under consideration, which will 
either increase foreign exchange earnings or decrease 
imports. The capacity of the aluminum plants will be 
expanded, and a new plant is being planned in the 
northern part of the country. Plans are being considered 
for expanding the capacity of the state iron works in 
Mo i Rana and constructing a rolling mill for pipes. 

Building activity is expected to be lower than in 1955. 
Total investments in dwellings will fall by about 14 per 
cent; nevertheless, about 30,000 dwellings will be com- 
pleted. The quota for industrial buildings will be 
increased. 

An increase of 9 per cent in the total tonnage of the 
merchant marine is estimated. Total imports of ships are 
set at NKr 1,650 million, or NKr 175 million more than 
in 1955, and exports of ships at NKr 350 million. A rise 
of 12-13 per cent, to NKr 4,880 million, is expected in 
total gross freight earnings. When current expenditures 
abroad are deducted, net freight earnings are estimated 
at NKr 2,630 million, or NKr 300 million more than in 
1955. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, January 16, 1956; Norwegian Information 
Service, News of Norway, Washington, D. C., 
January 26, 1956. 
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Swedish National Budget for 1956 


In Sweden’s national budget for 1956, which is an 
appendix to the budget for 1956-57 (see this News Survey, 
Vol. VIII, p. 231), economic developments in 1955 are 
stated to have been characterized by high economic ac- 
tivity. increased employment, and growing production. 
Total production is estimated to have expanded by 3-31 
per cent, with industrial production rising by 5 per cent 
and agricultural output falling because of the failure of 
the harvest. The increase in industrial production was 
pronounced in the iron ore, engineering, iron and steel, 
and paper and pulp industries. Only the textile and cloth- 
ing industries showed a decrease in activity. The volume 
of imports rose by about 10 per cent, and of exports by 
about 6 per cent. However, export prices were, on the 
average. 3 per cent higher than in 1954, while import 
prices rose by only 1 per cent. Even with a substantial 
increase in shipping receipts, there is an estimated deficit 
of about SKr 300 million in the goods and services 
balance. Foreign exchange reserves did not decline, 
mainly. it seems, because of an increase in short-term 
credits obtained abroad. 

Both private and public consumption and investments 
are estimated to have increased by about 3-4 per cent. 
Incomes rose by about 10 per cent, but by the end of 1955 
consumer prices had risen by about 6 per cent. Most of 
the increase in prices occurred in the fall, however, and 
it is estimated that private savings rose quite substantially 
in 1955. 

In its forecast for 1956, the national budget estimates 
that both employment and production will increase fur- 
ther, although probably not quite as much as in 1955, 
because of the already very complete utilization of exist- 
ing resources. The volume of exports is expected to rise 
by about 2 per cent, and imports by a little less than 1 per 
cent. The terms of trade are expected to improve further. 
With 1956 shipping receipts slightly higher than in 1955, 
the goods and services balance is expected to show a very 
small deficit. It is estimated that the demand for invest- 
ments will increase by about 2 per cent, with an equal 
increase in public and private demand. Private consump- 
tion is expected to rise by about 3 per cent, with a 4 per 
cent increase in public consumption, because of higher 


demand by municipalities. 


The main dangers, according to the national budget, 
are that the demand for investments will rise beyond the 
limit set by available domestic resources and, therefore, 
that the goods and services balance may be even more 
negative than in 1955. A continuation of the restrictive 
fiscai and monetary policy is recommended, and it is 


emphasized that in times of high demand for Swedish 
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exports it would be desirable to increase foreign exchange 
reserves rather than to draw upon them. 


Source: Ministry of Finance, Nationalbudget fér Ar 1956, 
Stockholm, Sweden. 


West German Foreign Trade in Iron and Steel 


The value of exports from West Germany of iron and 
steel products (iron ore, scrap, and semifinished and 
finished products) amounted to DM 2.3 billion (US$55 
million) in the first nine months of 1955, and for the 
whole year the value is estimated at DM 3.1 billion. These 
estimates indicate a 20 per cent increase over the largest 
previous export values in 1951-52. The value of imports 
in 1955 is estimated at DM 2.7 billion, which is four times 
annual imports in the period 1950-52 and about two-thirds 
greater than 1954 imports. The excess of exports over 
imports in this sector will, therefore, scarcely be larger 
than about DM 0.5 billion, against net exports of DM 2.4 
billion in 1951 and DM 1.2 billion in 1954. 

Although imports of raw materials, iron ore, and scrap 
were of greatest importance in 1955, there was also an 
increase in imports of semifinished and finished products. 
Whereas until 1952 iron ore imports accounted for more 
than half of total iron and steel imports, they accounted 
for only one third in 1954 and 31 per cent in the first 
nine months of 1955. Imports of rolling mill products, on 
the other hand, have increased. 

More than 80 per cent of the iron and steel exports in 
the first half of 1955 went to European countries; these 
countries accounted for about 70 per cent of West Ger- 
many’s iron and steel imports in that period. Within 
Europe there has been a noticeable increase in trade with 
member countries of the ECCS; 42 per cent of West 
German iron and steel imports came from this group in 
1952, and more than 50 per cent in 1955. ECCS countries 
received 30 per cent of the exports in the first half of 
1955, against less than one fifth in 1952. Trade in iron 
and steel products with other European countries de- 
creased. There was a substantial rise in imports from 
overseas countries, owing largely to an increase in iron 
ore purchases from Portuguese India and Canada, as 
well as of scrap iron from the United States; there had 


been only minor purchases of scrap iron in 1954. Exports 


to overseas countries showed little change in the first half 
of 1955. 


Source: Wirtschaftsdienst, Hamburg, Germany, December 
1955. 


German Gross National Product in 1955 


The gross national product of the Federal Republic of 
Germany amounted to DM 164 billion in 1955, according 
to estimates of the German Industrial Institute. This is 
an increase of 105 per cent over 1949, when it amounted 
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to DM 80 billion. Of the 1955 total, DM 91 billion repre- 
sented private consumption, against DM 51.7 billion in 
1949. Investments increased from DM 15.7 billion in 
1949 to DM 44 billion in the past year. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 16, 1956. 


Government Borrowing from Bank of Greece 


By a recent agreement between the Greek Government 
and the Bank of Greece, the total amount of three-month 
Treasury bills that the Bank may acquire through pur- 
chases, discounts, or acceptance of such bills as collateral 
cannot exceed 500 million drachmas. The maximum limit 
of the Bank’s provisional direct advances to the Govern- 
ment, in relation to expenditures in the state’s annual 
budget, has been set at another 500 million drachmas, re- 
payable at the end of the first quarter following the fiscal 
year in which the advances are made; these advances are 
debited to the government account with the Bank denom- 
inated “Greek Government—Concentration of Receipts 
and Payments,” and, except for 100 million drachmas, 
bear interest at 1.5 per cent per annum. 


The aggregate of all the Bank’s discounts, guarantees, 
and advances to the Government cannot exceed one tenth 
of total ordinary revenue as provided by the budget each 
fiscal year. The agreement states explicitly that the Bank 
of Greece has the right to refuse to comply with any 
government order to make a payment which would result 
in a government account with the Bank (other than the ac- 
count, “Greek Government—Concentration of Receipts 
and Payments,” or the account relating to purchases of 
consumer goods by the Government) being debited, unless 
this account shows a sufficient credit balance in the Gov- 
ernment’s favor. 


The new agreement confirms all previous agreements 
concluded between the Minister of Finance and the Bank 
of Greece with respect to special advances to the Govern- 
ment (for public investment purposes, relief to earthquake- 
stricken population, and other special purposes) made 
thus far by the Bank of Greece from deposits of public 
institutions. 

Source: Oikonomikos Tahidromos, Athens, Greece, Janu- 


ary 26, 1956. 


Turkish Budget and Economic Policies 


Turkey’s Minister of Finance, on December 26, 1955, 
submitted to the budget committee of the Grand National 
Assembly a balanced budget for the fiscal year 1956 
(March 1, 1956-Feoruary 28, 1957). Both revenue and 
expenditures of the general and annexed budgets are 
estimated at 3,362.8 million liras. Revenue from taxes is 
estimated to be 451 million liras, or 15 per cent, higher 
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than the previous year’s estimates. Expenditures for de- 
fense (excluding extrabudgetary expenditures financed by 
ICA aid counterpart funds) are set at 785 million liras, 
or 7 per cent higher than the 1955 estimates; other 
expenditures (i.e., current expenditures and investments 
financed by the general and annexed budgets) are ex- 
pected to exceed last year’s estimates by 246 million liras, 
or 10 per cent, mainly as a result of higher payroll 
payments. 

In a review of the Government’s new program for 
economic stabilization, the Minister stated that the achieve- 
ments of the past years have caused inflationary pressures, 
manifesting themselves primarily in price increases and 
balance of payments deficits. The time has now come to 
take all necessary measures to overcome these difficulties. 
A fundamental objective of the Government is to stabilize 
prices at a level not higher than the present level. To this 
end, the authorities will rely primarily on measures in the 
fiscal and monetary fields. All steps will be taken to 
prevent any injection into the economy of new purchasing 
power not fully matched by a correspondingly higher 
output of goods and services. No efforts will be spared to 
maintain the 1956 budget in actual balance. Operations 
of state economic enterprises, which are of major import- 
ance in the Turkish economy, are to be financed in 1956 
exclusively by their own available resources and other 
noninflationary means. To this end, certain measures have 
already been introduced, and additional steps, both ad- 
ministrative and legislative, will soon be taken. All state 
economic enterprises have been requested to submit to a 
newly established agency within the Ministry of Finance 
detailed estimates of their current and investment expen- 
ditures in 1956. These data are already being studied with 
a view to making necessary adjustments and consolidating 
them into one balanced budget of all state economic enter- 
prises and other similar organizations. 


Turkey’s over-all investment program will be reviewed; 
while efforts will be made to complete, as quickly as 
possible, development projects already under construction, 
new investment will be undertaken only in exceptional 
cases where quick effects on the balance of payments 
position can be expected. 

All necessary efforts will also be made to ensure that 
operations of the private sector of the economy in 1956 
will harmonize with the stabilization program. A new 
banking law is being considered by the Grand National 
Assembly, and a Credit Regulation Committee has already 
started functioning. Special importance is attached to 
the need for avoiding an increase in agricultural bank 


credit and, in general, for channeling bank credit to 
productive uses. 


Foreign trade policies will be adapted to existing eco- 
nomic conditions. Every step will be taken to increase 


exports, and imports will be regulated on the basis of 
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priorities compatible with the country’s genuine require- 
ments. 
Sources: Le Journal d’Orient, Istanbul. Turkey, Decem- 
ber 27, 1955; Translation of item in Zafer ( An- 
kara, Turkey, December 28, 1955). circulated by 
the Turkish Embassy in Washington. D. C. 


Soviet Gold Production and Reserves 


According to estimates of the Deutsches Industrie- 
Institut of Cologne, a research organization afhliated with 
the Federation of German Industrialists, gold production 
in the Soviet Union currently amounts to about 12 million 
fine ounces (US$420 million) a year, compared with 14.6 
million fine ounces produced in the Union of South Africa 
during 1955. 

The gold holdings of the Soviet Union are currently 

estimated at about 200 million fine ounces ($7 billion). 
or about 20 per cent of estimated total world official 
holdings of monetary gold. 
Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, December 28, 1955; Agence 
Economique et Financiére, Paris, France, De- 
cember 29, 1955. 


Middle East 
Cotton in Egypt 


The Egyptian Minister of Finance has stated that the 
present cotton season could be considered one of the most 
active of recent years. He noted that, despite uncertainty 
regarding the U.S. Government's cotton policy, contracts 
of Egyptian cotton exporters up to the end of December 
1955 reached the record figure of 4.1 million kantars, com- 
pared with 2.9 million kantars last year and 3.9 million 
in the preceding year when cotton exports were considered 
particularly brisk. Actual exports from September 1, 
1955, the beginning of the season, to January 11, 1956 
amounted to 2.6 million kantars, against 1.8 million kan- 
tars during the corresponding period last season (1 kan- 
tar = 99.05 pounds). 

If it is assumed that this year’s crop will equal the esti- 
mate of 8.3 million kantars (excluding inferior qualities) , 
and account is taken of local consumption of about 1.8 
million kantars and last season’s carry-over of 2.1 million 
kantars, the total exportable stock this season will amount 
to 8.6 million kantars. Of this total, 1 million kantars are 
held by the Cotton Commission and for the time being 
may not be disposed of on the free market. With 4.1 mil- 
lion kantars already committed to foreign spinners, 3.5 
million kantars remain to be disposed of during the re- 
maining eight months of the season. 

The Minister attributed the improved cotton situation to 
a number of developments, including the reopening of the 
Cotton Futures Exchange (see this News Survey, Vol. VII, 
p. 399), which helped to restore foreign spinners’ confi- 
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dence in Egyptian cotton, the recent reduction of the 
cotton export tax, the abolition of the import entitlement 
accounts system, the generous credit facilities afforded to 
Eastern European countries, and the expansion of trade 
agreements. 

Sources: Al Ahram, January 10, 1956, and Egyptian 


News Agency, Mena, January 14 and 15, 1956, 
Cairo, Egypt. 


Syrian Cotton Exports 


In the period from September 1, 1955 to December 31, 
1955, Syria exported 29,500 tons of cotton, against 13,500 
tons in the corresponding period of 1954. Exports through 
Lebanon totaled 3,000 tons, and those through the port 
of Lattakia amounted to 26,500 tons. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 
ary 4, 1956. 


Pakistan's National Economic Council 


The Prime Minister of Pakistan has announced the 
formation of a National Economic Council; it will consist 
of four Central Government ministers and three ministers 
from each of the two provinces with the Prime Minister 
as Chairman. The principal duties of the Council will be 
to review the country’s over-all economic situation and to 
formulate plans on financial, commercial, and economic 
policies for the consideration of the Central and Provin- 
cial Governments. The Council will also strive to assure 
the maintenance of uniform standards in the economic 
development of all parts of the country. 


Source: Dawn, Karachi, Pakistan, January 6, 1956. 


Far East 
Indo-Pakistan Banking Agreement 


India and Pakistan have agreed on the implementation 
of the Banking Agreement of 1949, which specifies the 
procedure for the transfer of evacuee bank accounts and 
for the provision of funds. It also safeguards the interests 
of Indian banks, including those with offices in Pakistan, 
in regard to the realization of their assets in Pakistan. 
Facilities will be provided by Pakistan for effecting the 
sale of evacuee immovable property mortgaged or charge- 
able in favor of Indian banks. A special committee con- 
sisting of representatives of the two Governments will be 
organized with a view to implementing the decisions 
agreed upon. 

Source: Embassy of India, /ndiagram, Washington, D.C., 
January 17, 1956. 


Indian Jute Mills Policy 


The Indian Jute Mills Association has decided to unseal 
a further 5 per cent of the looms sealed in 1949 when 
the jute textile industry was in a state of depression. The 
decision, which follows the recent unsealing of 24% per 
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cent of the Association’s idle loomage, is to become 

effective on February 20, leaving out of action only 5 per 

cent of the original 1214 per cent of the looms sealed. 

Source: The Financial Times, London, England, Janu- 
ary 21, 1956. 


Central Bank for Malaya 


An expert enquiry into the proposal to create a Central 
Bank for Malaya is to be made by Mr. G. M. Watson, 
a senior official of the Bank of England, and Sir Sidney 
Caine, Vice-Chancellor of the University of Malaya and a 
former British Treasury official. 

Source: The Manchester Guardian, Manchester, England, 
January 5, 1956. 


Trade of Vietnam 


The trade deficit of the Republic of Vietnam was re- 
duced to 3,659 million piastres (1 piastre — US$0.0286) 
in the first seven months of 1955, from 5,191 million 
piastres during the corresponding period of 1954, a 
reduction of 29.5 per cent. Exports covered 28 per cent of 
imports during the 1955 period and 18 per cent during 
the first seven months of 1954. 

Of the trade deficit in the first seven months of 1955, 
81 per cent was with the French franc area and 19 per 
cent with the other parts of the world. Vietnam had 
trade surpluses with Cambodia and Laos. Imports were 
reduced to 5,048 million piastres, from 6,295 million 
piastres in the seven-month period in 1954. The principal 
supplier countries were the French franc area (67 per 
cent of total imports in 1955), the United States (10 per 
cent), Japan (5 per cent), Indonesia (4 per cent), China 
(3 per cent), and Cambodia (2 per cent). The principal 
imports were mineral oils, iron and steel, sugar, wheat 
flour, milk products, and textiles. Exports increased to 
1,389 million piastres, from 1,104 million piastres in the 
first seven months of 1954. The principal customer coun- 
tries were the French franc area (28 per cent), the United 
States (26 per cent), Cambodia (19 per cent), Malaya 
(7 per cent), Laos (6 per cent), and Hong Kong (4 per 
cent). The principal exports were rubber, rice, and coal. 
Source: Banque Nationale du Vietnam, Bulletin Eco- 

nomique, Saigon, Vietnam, November 15, 1955. 


Japanese Raw Silk Exports 


Japan’s exports of raw silk in 1955 totaled 86,000 bales. 
The only other postwar year to have exceeded this export 
volume was 1950, when 95,000 bales were exported. How- 
ever, silk exports amounted to only about 20 per cent of 
the average annual exports in the 1930's. 

Source: The Nippon Times, Tokyo, Japan, January 7, 
1956. 


1956 


Philippine Revenue Situation 


The Philippine Tax Advisory Board has recommended 
to the President a re-enactment of the law providing for 
higher individual and corporate income tax rates, which 
expired at the end of 1955. A loss of P 24 million (US$12 
million) in revenue is expected unless the higher rates are 
again made applicable. The Board has also recommended 
that the existing rates of specific taxes on cigars, cigar- 
ettes, etc., be made permanent at the next session of the 
Congress. Although these rates are valid for another two 
years, it is feared that no action may be taken next year, 
which is an election year; if the taxes were allowed to 
lapse, the loss of revenue would amount to P 84 million. 
Finally, the Board has recommended an increase in estate, 
inheritance, and gift tax rates. 

Total tax collections in 1955 amounted to P 451 million, 
about P 40 million above the 1954 collections. 

Source: Philippine Association, Philippine Newslette-. 
New York, N. Y., January 12, 1956. 


Canada 
Canadian Credit Policy 


In an article containing an explanation of recent agree- 
ments between the Bank of Canada and the chartered 
banks (see this News Survey, Vol. VIII, pp. 202 and 235), 
the Financial Post states that, following discussions in 
November 1955, the chartered banks agreed that the 
granting of time loans and the private placement of 
corporate securities with the banks as a means of paying 
for fixed assets would cease, and that after May 1956 the 
ratio of liquid assets to deposits would be maintained at 15 
per cent. These agreements arose from the situation 
which had developed over the preceding year, when bank 
deposits increased by Can$560 million, or 6 per cent, 
between May and October, while liquid assets (including 
the statutory 8 per cent cash reserve) fell from around 
15 per cent in the latter part of 1954 to a little above 11 
per cent. Much of the increase in deposits arose from an 
expansion over the year of Can$125 million in bank 
holdings of corporate securities, most of them privately 
placed, while advance commitments, some extending 12 
months ahead, amounted to well over twice that amount. 


As a result of this increase in bank loans at the expense 


of liquid assets, the danger arose (which was partly real- 
ized in November) that the banking system would be 
forced to liquidate government securities at a loss in order 
to meet rising commitments. 

The granting of long-term corporate loans, which are 
regarded as a substitute for regular open market borrow- 
ing, is an innovation which has arisen from time to time 
since the war, apparently as a result of competition be- 
tween certain of the banks for corporate accounts. Under 


the recent agreements, loans under outstanding commit- 
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ments will continue to rise, but no new undertakings are 
being made. 

Both the abandonment of these loans and the adoption 
of the new ratio of liquid assets to deposits are intended 
to become permanent features of sound banking practice. 
It was not intended that either measure should be re- 
garded as part of a temporary “credit squeeze.” Current 
credit policy is described as “mild restraint” and, while 
it was agreed in November that bank credit should not be 
permitted to expand as rapidly as in the previous year, 
normal commercial accommodation was not specifically 


restricted, and it is expected to rise further in the near 
future. 


Source: The Financial Post, Toronto, Canada, January 28, 
1956. 


Latin America 
Bolivian Import Surcharge Collection 


A Bolivian decree of November 17, 1955 authorizes the 
organization of committees in all principal cities of the 
country to advise on the local use of revenue derived from 
revertibles, i.e., surcharges on imported merchandise. The 
decree also requires the Ministry of National Economy 
to submit, for approval of the Cabinet at the beginning of 
each year, a budget covering the collection and expendi- 
ture of funds derived from these surcharges. In the past, 
the Ministry has levied the tax and committed the funds, 
which have yielded considerable revenue, with practically 
no reference to other government agencies. 

Revertibles, which were established early in 1953, were 
intended to counteract the disequilibrium between the 
Bolivian official and free market exchange rates on im- 
ports purchased with official foreign exchange. Some 
imports, mainly essential foodstuffs, and machinery and 
equipment for government use, are exempt. The Bolivian 
Minister of Economy has defined the tax as the mathe- 
matical difference between the landed cost of imported 
merchandise purchased for dollars at the official exchange 
rate plus the importers’ profit and the selling price of 
the merchandise at levels determined by the free market. 
The tax is described as being different from other Bolivian 
taxes in that it is not levied on an ad valorem or unit basis, 
but on merchandise bought with official foreign exchange 
on a case-by-case basis, depending on such factors as the 
market price for the merchandise which is taxed, the 
amount of other taxes levied on the merchandise, changing 
exchange rates, and other market influences. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 30, 1956. 


Uruguayan Regulation of Wool Export Sales 


By decree of December 28, 1955, the Uruguayan Gov- 
ernment set forth new regulations governing exports of 
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wool. In general, fixed evaluations will be made for every 
10 kilos of wool declared for export. This evaluation will 
determine the amount of export proceeds to be delivered 
to the official exchange market at the rate prevailing at 
the time of the sale. The exporter will then negotiate the 
resulting surplus or obtain the deficit of foreign exchange 
in the free exchange market. Previously, the exchange 
surrender obligation of wool exporters was based on ex- 
porters’ declarations. Since the free market rate has de- 
preciated considerably more than the official rate at which 
export exchange proceeds are required to be negotiated, 
there has been a tendency to undervalue exports. The new 
system is intended to eliminate this practice. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., January 23, 1956. 


Fund Transactions 


The record of Fund transactions published in /nterna- 
tional Financial Statistics, February 1956, shows that in 
November 1955 Turkey repurchased from the Fund Turk- 
ish liras equivalent to US$5 million; in 1953 Turkey had 
purchased U.S. dollars, sterling, and deutsche marks to- 
taling the equivalent of US$20 million. The record also 
shows that Burma, which had not previously had a trans- 
action with the Fund, repurchased in November 1955 
Burmese currency equivalent to US$3.25 million. 


Corrigendum 


Vol. VIII, No. 29, January 27, 1956, page 229, item, 
“Easier Money Conditions in Japan”: The last sentence 
of the second paragraph should read, “This redemption 
of indebtedness has not been accompanied by any cur- 
tailment of commercial bank credit; in fact, in the first 
eleven months of 1955, total loans and investments of 
commercial banks increased by a slightly larger amount 
(from ¥ 3,316 billion to ¥ 3,576 billion, i.e., by ¥ 260 
billion) than in the corresponding period of 1954 ( ¥ 233 
billion) .” 
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